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AMEMBASSY PANAMA 
AMEMBASSY PORT AU PRINCE 
AMEMBASSY SAN IOSE 
AMEMBASSY SAN SALVADOR 
AMEMBASSY TEGUCGALPA 
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E.O. 11652: NA 
TAGS: AID, IDB, NU 

SUBJECT :INTER- AMERICAN DEVELOPMENT BANK REPLENISHMENT NEGOTIATION 
REF: (A) STATE 154116; (B) STATE 154399 

1 . EMBOFF DELIVERED STATEMENT CONTAINED REF B TO MINISTRY OF ECONOMY 
ON JUNE 21 AND STRESSED IMPORTANCE THAT PROGRESS ON US POLICY ISSUES 
WILL HAVE ON FUNDING LWVELS THAT US WILL BE ABLE TO SUPPORT. NICARAGUA 

WILL NOT, HOWEVER, BE REPRESENTED DIRECTLY AT JUNE 29-30 MEETING IN 
WASHINGTON, ACCORDING TO LIC. EDUARDO MENDOZW JARQUIN, DIRECTOR OF 
INTERNATIONAL REGIONAL ECONOMIC AFFAIRS, MINISTRY OF ECONOMY. 
MENDOZA SAID THAT HONDURAS REPRESENTS THE CENTRAL AMERICAN COMMON 
MARKET MEMBER COUNTRIES AS WELL AS PANAMA AND HAITI AT SUCH IDB MEET- 
INGS. HE ADDED THAT THESE SEVEN COUNTRIES HAVE ADOPTED A ''UNITARY" 
POSITION REGARDING THE REPLENISHMENT NEGOTIATIONS. 
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2. MENDOZA OUTLINED THAT POSITION AS FOLLOWS: (A) THE SEVEN NATIONS 
ARE IN FAVOR OF REPLENISHING THE IDB AND WILL BE GUIDED BY THE IDB S 
BOARD OF DIRECTORS AS TO HOW THAT CAN BEST BE ACCOMPLISHED: (B) THE 
DEVELOPED COUNTRY MEMBERS OF IDB, INCLUDING THE US, SHOULD FULFILL 
THOSE FUNDING COMMITMENTS THEY ALLEGEDLY MADE AT THE FOURTH REPLENISH- 
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MENT SESSION AND EARLIER; AND (C) A DEFINITION OF "MIDDLE INCOME" 
COUNTRIES SHOULD NOT BE BASED ON PER CAPITA INCOME. WITH REGARD TO 
THE LATTER POINT, MENDOZA ADMITTED THAT THERE WAS NOT COMPLETE ACCORD 
ON WHAT FORMULA SHOUL ?3 USED TO DETERMINE MIDDLE INCOME STATUS. 

HE NOTED THAT HONDURAS AND NICARAGUA WOULD PREFER AN INDEX BASED 

ON SOCIO-ECONOMIC CRITERIA SUCH AS THE US.S. DEPARTMENT OF COMMERCE 
HAS REPORTEDLY DEVELOPED, I.E. TAKING INTO ACCOUNT MORTALITY RATES, 

THE MATERIAL QUALITY OF LIFE, PERCENTAGE OF POPULATION WORKING IN 
AGRICULTURE, AND A NUTRITION COEFFICIENT. 

3. EMBOFF ENUNCIATED USG'S PRIMARY OBJECTIVES IN NEGOTIATIONS AND 
MADE POINTS CONTAINED REF A. MENDOZA SEEMED TO UNDERSTAND US VIEW- 
POINTS BUT REITERATED THAT HONDURAS WILL PRESENT THE UNITED OPINION 
OF THE AFOREMENTIONED GROUP OF SEVEN AT WASHINGTON. IN AN ASIDE, 
MENDOZA COMMENTED THAT THE US SHOULD PERCEIVE IT AS BEING IN ITS 
INTEREST TO SEEK TO MAINTAIN A MORE THAN ONE-THIRD SHARE OF IDB 
FUNDING THEREBY GIVING IT A VETO POWER OVER RSO LOANS. EVEN 
THOUGH SOME OF HIS LATIN COLLEAGUES DESCRIBE THIS VETO POWER AS 
"PUNITIVE HEGEMONY", MENDOZA THINKS IT IS ALSO IN NICARAGUA'S 
INTEREST TO HAVE THE US RETAIN THAT POWER. HE ADDED THAT THE GON 
FAVORS BOTH EFFICIENT USE OF THE IDB’S RESOURCES AND A GREATER CON- 
CENTRATION OF CONCESSIONAL LENDING TO THE POOR, STILL, HE SAID, STEPS 

MUST BE TAKEN TO ASSSURE THATLOANS TO THE POOREST COUNTRIES REALLY 
REACH THE POOR PEOPLE. 
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4. COMMENT: NICARAGUA OBVIOUSLY WANTS TO REMAIN ELIGIBLE FOR LOANS 
FROM THE IDB'S "SOFT WINDOW" BUT APPARENTLY RECOGNIZES THAT IT CAN 
ONLY HOPE TO QUALIFY FOR SUCH LOANS IF ITS FUTURE LOAN REQUESTS ARE 
GEARED TO HELPING THE POOR MAJORITY, AND IF CRITERIA OTHER THAN PER 
CAPITA INCOME ARE APPLIED TO DETERMINE NICARAGUA'S RELATIVE RANKING 
AMONG DEVELOPING COUNTRIES OF THE AREA. NICARAGUA'S OWN CURRENCY, 
IT SHOULD BE NOTED, IS FREELY CONVERTIBLE. 

TUCKER 
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